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THE NEW LOOK IN SOCIAL SECURITY-
UTOPIA OR MYOPIA?
By JACOBUS TENBROEK* and RICHARD B. WILSON**
I. Introduction
In social security as in other things, 1953 was the year of the new look.
In 1954, its product was presented to Congress and to the country From
the product, we may judge the look. What have been its insights, hindsights,
foresights? What old errors has it exposed; what new truths revealed; what
constructive alternatives uncovered?
The social security system of the United States encompasses a consid-
erable number and a great variety of programs. unemployment insurance,
workmen's compensation, old age and survivor's insurance, child welfare
services, vocational rehabilitation, the four categorical aids, z.e., public as-
sistance to the needy aged, blind, disabled, and children.
Three of these programs which have a particularly close interrelation-
ship received special attention in the new look--old age and survivor's in-
surance, rehabilitation and public assistance. Indeed, the proposals and
legislation which emerged from the new look with respect to these three
programs may properly be regarded as the heart of the Administration's
social security program. It is these proposals and this legislation which we
propose to review and evaluate in this article.
As inherited by the present Administration, the programs of OASI,
Rehabilitation and Public Assistance occupied a largely independent and
often inconsistent and contradictory relationship. OASI was assigned the
dominant role. Its principal features are: special payroll taxation, trust
fund financing; payments which are designed to meet need but on a group
basis and hence the need is presumptive rather than demonstrated, average
rather than individual, payments which vary unequally among recipients
in a modified relationship to previous earnings; eligibility determined by
membership in the aided group, conditions of eligibility and the formula
for determimng the amount of the grant specified exactly in the statute and
therefore aid payments made and received as a matter of statutory right.
Public assistance was assigned a supplementary and residual role: to
supplement OASI benefits with a subsistence level grant and to incarcerate
the uninsured residuum in a prison of means test restrictions which destroy
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self-respect and efforts towards rehabilitation. Public Assistance is rooted
in Elizabethan Poor Law philosophy, Protestant individualistic morality
and laissez faire economics. It antedates modern democratic notions of lib-
erty, equity and the dignity of the human person.
When rehabilitation was first established as a nation-state program in
1920, it was directed towards the vocational objective of restoring disabled
persons to remunerative "civil employment." It was, however, left impo-
tent to achieve the objective. In 1943 some expansion of the program oc-
curred under the Barden-LaFollette Act but at the same time a diversion
from the original objective was created by the addition of medical aspects.
At no time has the rehabilitation program focused on the social and atti-
tudinal elements of disability.
What are the defects and requirements of these three programs individ-
ually and collectively? What are their proper relationships to each other?
Upon the answer to these questions hangs the decision as to whether the
new look in social security is better to be described as utopia or myopia.
II. Old Age and Survivor's Insurance
1954 OASI Amendments.
The 1954 amendments to the Social Security Acte expand and liberalize
the Old-Age and Survivor's Insurance system by extending coverage to
nine new groups, increasing benefit payments, preserving the insurance
rights of disabled individuals, increasing the amount of earnings permitted
to retired individuals without loss of benefits, expanding the taxable wage
base, permitting low-earning years to be omitted from the calculation of
benefit amounts, and modifying future premium schedules to finance these
changes.
The original Administration proposals were thrice overhauled as they
moved through the House Ways and Means Committee,2 the Senate Fi-
nance Committee,3 and the Joint Conference Committee.' Reflecting con-
flicting and often contradictory welfare principles, the compromise which
ultimately emerged from the conference committee-H.R. 9366-may be
briefly summarized as follows.
Coverage. Approximately ten million wage earners and self-employed
persons are added to the 63.2 million workers and their families presently
covered by Old-Age and Survivor's Insurance. The only major groups re-
maining outside the system will be the majority of federal employees, mem-
I Social Security Amendments, 68 STAT. 1052 (1954).
2 Hearings before the Committee on Ways and Means on H.R. 7199, 83rd Cong., 2nd Sess.
(1954).
3 Heartngs before the Committee on Finance on HR. 9366, 83rd Cong., 2nd Sess. (1954).
4 H.R. REP. No. 2679, 83rd Cong., 2nd Sess. (1954).
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bers of the armed forces, self-employed members of certain professions,
and local police officers and firemen.'
Agricultural occupations, including over 3Y2 million self-employed
farmers and an estimated 2 y million farm laborers, constitute the largest
newly covered group. Since most low-income farm operators fail to keep
detailed records, those with annual earnings of more than $400 but less
than $1800 will be permitted to report their net earnings, for purposes of
benefit credits, as a flat 50% of their gross income. Those who gross more
than $1800 must compute their net earnings but they may report $900 if
the calculated net is less than that amount."
Heretofore the only covered farm laborers were those who received $50
in a calendar quarter from a single employer and who were "regularly
employed" by that employer. After working continuously for a single em-
ployer for a full calendar quarter a farm worker achieved "regular employ-
ment" status and hence OASI coverage if, in the next succeeding quarter,
he performed 60 or more days' work for that employer. The admmistra-
tion originally proposed to omit the requirement for regular employment
and to extend the coverage to all agricultural laborers receiving $50 or more
from a single employer during a calendar quarter. Congress, in order to
exclude incidental workers-as housewives and children-modified this
formula to $100 per calendar year.-
Approximately 3 2 million public employees presently covered by state
and local retirement systems may now receive OASI coverage without im-
pairment of protection afforded by their local systems and without the
necessity of dissolving those systems as a prerequisite to OASI member-
ship. The state is authorized to enter into a coverage contract with the
Department of Health, Education and Welfare if, after 90 days' notice, a
majority of the eligible employees within a given retirement system vote
in favor of coverage.'
A small number of federal employees will also gain coverage. The ad-
mimstration originally requested coverage for those federal workers not
5 A few federal workers will receive OASI coverage under the 1954 Amendments (infra,
p. 2), for self-employed professionals, who will receive coverage see zinra, p. 3. Police and
firemen were excluded primarily because the arduous nature of their work was said to require
special retirement provisions, such as lower retirement ages, wnch could not easily be mte-
grated with the Old-Age and Survivors Insurance system. H.R. RE. No. 1698, 83rd Cong.,
2nd Sess. (1954).
6 68 STAT. 1055 (1954) § 101(g) (1).
768 STAT. 1052 (1954) § 101(a) (3).
8 Police and firemen are excluded from this provision. For purposes of employee referenda,
any one or more subdivisions of the state may be deemed to have a separate retirement system.
68 STAT. 1055-1058 (1954) § 101(b) (1), (2).
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already covered by a federally established retirement system, such as civil-
ian employees in Coast Guard exchanges and temporary employees in the
field service of the Post Office, plus employees of the Federal Home Loan
Banks and members of TVA retirement system. The latter two groups,
however, were eliminated in the final draft of the bill?
Although Secretary Hobby requested coverage for all the one-half mil-
lion self-employed professionals who were omitted from the 1952 exten-
sions to some 5 million self-employed persons, Congress included only
architects, accountants, funeral directors, and engineers.'" Ministers, Chris-
tian Science practitioners and members of religious orders not bound by
vows of poverty will be permitted to elect coverage on an individual basis."
A quarter of a million domestic servants in non-farm, private homes
who receive cash wages of $50 or more from one employer during a calendar
quarter (without the present requirement of working at least 24 days dur-
ing that quarter) are to be added to the OASI system.'
The addition of four small groups totaling about a quarter of a million
persons completes the coverage provision of the new Amendment. These
are (1) United States citizens employed outside the United States by for-
eign subsidiaries, (2) commercial fishermen, (3) homeworkers and (4)
United States citizens employed by American employers on vessels and
aircraft of foreign registry.'
Average Monthly Wage. Elimination or "drop-out" of the worker's
four lowest years of earnings (five years for persons with twenty or more
quarters of coverage) for purposes of computing the average monthly wage
is the first of three steps designed to increase benefit amounts for those
covered by the system. Moreover, this provision also obviates the need to
provide groups newly covered by, these Amendments with a "new start."
Under the 1950 Amendments, all quarters elapsing after January 1, 1951
are considered as quarters of coverage. These newly covered groups, how-
ever, have paid no OASI taxes on their earnings for the years 1951-1954
and thus would suffer a reduction in benefit amounts if such no-earning
years were included in the computation of the average monthly wage. The
"drop-out" will allow them to eliminate these years without requiring a
change in the starting date.'4
Earning Base. Further calculated to increase benefit payments is the
provision raising the maximum amount of covered earnings from $3600
9 68 STAT. 1053-1054 (1954) § 101(c).
1068 STAT. 1055 (1954) § 101(g) (4).
1168 STAT. 1054 (1954) § 101(d(1), (2), (3).
1268 STAT. 1052 (1954) § 101(a) (1).
13 68 STAT. 1061, 1054, 1053 (1954) § 101(m), (e), (f), (b).
14 68 STAT. 1063 (1954) § 102(b) (1).
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to $4200.15 Since 61% of all full-time male workers now earn over $3600
annually, it was asserted by the Administration that an increasing percent-
age of retiring beneficiaries will receive the same, or maximum, benefit
amount. The increased earnings base was defended by the Department of
Health, Education and Welfare as "essential to the effective maintenance
of the principle that benefits should reflect differences in individual earn-
ings."' 6
Revmsed Benefit Formula. The third device for increasing retirement
payments would provide benefits equal to 55 % of the first $110 (instead of
the first $100) of the average monthly wage plus 20% (instead of 15%)
of the remainder up to a maximum of $350 (instead of $300) per month.'
7
The minmum benefit payment is increased from $25 to $30 monthly and
the maximum from $85 to $108.50. The average monthly benefit will rise
from $50 to $56.
Retirement Test. Henceforth both retired wage earners and self-em-
ployed persons will be allowed to earn $1200 annually without loss of bene-
fits instead of $900 annually, in the case of self-employed, or $75 monthly,
in the case of wage earners. Under the new law one month's benefits will be
withheld for each $80 earned in excess of $1200, but "no benefit (will) be
suspended for any month in which the individual neither earned wages of
more than $80 nor rendered substantial services as a self-employed per-
son ,'1 The age above which no benefit deductions will be made be-
cause of earnings is lowered from 75 to 72. Finally, income from uncovered
as well as from covered employment and self-employment may be included
in the definition of earnings for retirement test purposes.' 9
Benefit Rtgkts for Dtsabled. Members of the OASI system will no
longer suffer total loss or serious curtailment of benefit rights as the result
of long-term disability since those with serious medically determinable im-
pairments which are expected to be of long duration will have their insur-
ance status "frozen" for the period of disability and they need not count
such years for purposes of determimng the average annual wage upon re-
tirement. Persons applying for disability determination will be referred to
state vocational rehabilitation agencies in order to insure the quickest pos-
sible return to self-sufficiency'
Insured Status. For workers newly covered by these unendments, in-
1568 STAT. 1078 (1954) § 104(a), (b), (c), (d).
1 Hearzngs, supra note 2 at 54.
-7 68 STAT. 1062 (1954) § 102(a).
18 SFN. REP. No. 1987, 83rd Cong., 2nd Sess. (1954).
1968 STAT. 1073-1075 (1954) § 103(a), (b), (c), (d).
20 68 STAT. 1079-1083 (1954) §§ 106, 221, 222.
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sured status may be gained by six quarters of coverage, provided those
quarters elapse after 1954.
Tax Rate. Although the most recent actuarial estimates available indi-
cate that present and projected tax schedules will be slightly below the level
necessary to support a self-sufficient system at maturity, " it was decided
to make no major tax changes until and unless the present estimates appear
to be borne out by further experience. Instead, the tax rate will be raised
from 3Y4 to 3y2% in 1970 and to 4% in 1975 in order to finance the cost
of some of these Amendments'- increased benefits, liberalized retirement
test, drop-out, and disability freeze.
Interest Groups and Arguments.
Legislative consideration of these amendments generated two major
areas of controversy- One involved the extension of OASI coverage. The
other encompassed all those proposals aimed at improving the economic
position of OASI beneficiaries and consequently brought into focus funda-
mental disputes over the nature of a contributory insurance system.
Numerous professional groups, including doctors, dentists, osteopaths,
veterinarians, engineers, ministers, lawyers and policemen and firemen,
vigorously objected to compulsory coverage of their members, although
most indicated a willingness to accept individual, voluntary coverage. "The
self-employed professional differs from the employed person," asserted a
spokesman for the American Medical Association, "because he is not forced
into complete and abrupt retirement, because he usually continues sub-
stantially remunerative activities after age 65, because his entire life and
training emphasize individual activity rather than group treatment."113
Alho restricting their testimony to coverage features of the Amend-
ments were spokesmen for various public employee associations and re-
tirement systems. They conditioned approval upon guarantees that none
of the benefits available under existing systems would be lost and that cov-
erage be extended only upon a favorable vote of two-thirds of the eligible
members of each local or state system. Finally, the leading agricultural
organizations split over the coverage provisions. The National Grange and
the National Farmers' Union supported membership for self-employed
farmers and liberalized coverage for farm laborers, while the American
Farm Bureau Federation opposed both proposals. These groups, however,
did not appear before Congressional committees to press their positions.
Since the above groups were primarily concerned with the impact of
OASI coverage on their own members, it is to the contentions of business,
2 1 Hearings, supra note 3 at 164-203.
2 68 STAr. 1093-1094 (1954) § 208(a), (b), (c).
23 Hearings, supra note 3 at 423.
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labor, professional welfare workers and the Department of Health, Edu-
cation and Welfare that we must turn for a comprehensive picture of the
issues raised by these amendments.
All these groups conceded the desirability of extended OASI coverage;
most of them approved, in principle, a liberalized retirement test and a
"drop-out" of low earning years for purposes of computing the average
monthly wage. The core controversy concerned the amount of benefits both
relatively and absolutely, alternative methods for financing the system,
and the relationship between OASI, vocational rehabilitation, and public
assistance.
The Department of Health, Education and Welfare, organized labor,
and most welfare directors and workers, demanded strict adherence to
Old-Age and Survivors Insurance as the "cornerstone of old-age security"
" contributions of the workers themselves should support the system
and benefits granted as a matter of right should have a relationship to
the individual's past earnings. A system based on these principles is in our
opinion most conducive to the enhancement of the individual's sense of per-
sonal dignity and worth in a free society "24 On this basis they urged that
current benefits reflect the increased earnings of all wage-earners, rising
prices, differences in individual earnings, and "the improved standards of
the basic elements of living for the American worker."2 The five year
"drop-out", increased earnings base, revised benefit formula, and disabil-
ity freeze were said to be satisfactory tools for coping with all these vari-
able factors. The upshot of all these measures would make it possible, as-
serted George Meany, President of the A.F.ofL., "to develop a revised
program for public assistance, consistent with the diminishing need for
such programs which will most certainly result from the broadening of cov-
erage and the improvement in the benefit structure of (OASI) "'6
In contrast, the Umted States Chamber of Commerce, the Council of
State Chambers of Commerce, and the National Association of Manufac-
turers, viewed "the basic purpose and justification of social security (as)
that of providing a basic floor of protection,"27 designed to "save men and
women from the rigors of the poorhouse, as well as from haunting fear
that such a lot awaits them when journey's end is near."' 2 The basic "floor
of protection" should "not be so high as to reduce (the worker's) ability to
save" or to impair his "incentive to provide for his own protection. 2  "To
24 Id. at 75.
25 Id. at 138-139.
26 Id. at 239.
27 Id. at 490.
28 Id. at 521.
29Id. at 354.
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give by compulsory insurance more than is needed for subsistence is an
unnecessary interference with individual responsibilities."3 0 Rejecting the
insurance concept-a principle which they asserted to be more honored
by word than by deed-these groups argued for a pay-as-you-go system
of contributory financing with such annual variations in tax rates as neces-
sary to keep the system in yearly balance. It was proposed to mature the
system immediately, extending universal coverage and including persons
now retired but not receiving OASI benefits, thereby ending the need of
Old-Age Assistance grants. Finally, the disability freeze with its require-
ment for medical examinations by state vocational rehabilitation or other
agencies at public expense, was condemned as socialized medicine.
With approximately 60% of all full-time, male workers now earning
over $3600 annually, maintenance of the principle that benefits should vary
with previous earnings was asserted by the Department of Health, Educa-
tion and Welfare to require an increase in the taxable wage base to $4200.
Business interests contested this on three grounds: that recent benefit pay-
ments show an even distribution over the scale from a $25 minimum to an
$85 maximum; that the principle of earning-related benefits can be safe-
guarded merely by reducing, rather than increasing, the average payment;
that increased payroll taxes destroy incentives for private savings and
thereby raid the clientele of private insurance enterprise.
Changes in the benefit formula were opposed not only as a departure
from the "basic-floor-of-protection" principle, but also as an unjustifiable
advantage to high-income workers. Beneficiaries with an average monthly
wage of $150 will receive only a 10% increase in benefits; a $250 monthly
wage will merit a 14% and a $350 wage a 28% increase. Such a formula,
it was argued, will do little toward lifting most beneficiaries up to those
"improved standards of living for the American worker" advocated by the
Department of Health, Education.and Welfare.
This evidence is, however, misleading. The lowest income groups, with
average monthly wages of $50 and $100 will gain an 18% increase in ben-
efits; a $300 wage will gain 16%. Thus, the result is a bi-modal curve (ap-
proximately the same height on both ends and lower in the middle) rather
than an increasing linear relationship as claimed by the United States
Chamber of Commerce. 3'
The disability freeze with its attendant medical examination and re-
ferral to state rehabilitation agencies was vigorously opposed by business
and medical groups for much the same reasons that led them to block a
contributory insurance program for disabled persons during debates on the
30 d. at 492.
31Id. at 492-493.
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1950 Social Security Amendments.3 They predicted an excessively costly
program under which any or all of the 72 million OASI members mght
demand free medical examnations. They viewed a disability freeze as a
sickness or accident benefit only properly to be provided under the Aid To
Needy Disabled Program. Finally, they inferred that safeguarding of re-
tirement benefits dunng periods of disability would partially destroy incen-
tives for complete rehabilitation.
Evaluation.
The major conflict emerging from these debates was between confirma-
tion and extension of contributory insurance principles on the one hand
and a basic alteration m the nature and direction of old-age security on
the other. We shall not here undertake a further evaluation of this funda-
mental and expansive controversy,3 but it will be instructive to consider
the impact of these Amendments on what we may assume to be a perma-
nent contributory insurance system. To what extent has the original pur-
pose and direction of OASI been altered? To what extent are these Amend-
ments likely to achieve the objectives set for them by the Administration?
The Administration forces characterized Old-Age and Survivors Insur-
ance as an actuarially sound system of contributory insurance, paying ben-
efits as a matter of right without a needs test, financed by an equitable
program of payroll taxes and aimed at the inclusion of all wage-earners and
self-employed persons.34 Each of these supposed characteristics is com-
prormsed or negated by the 1954 Amendments.
First, numerous departures from private insurance concepts are con-
firmed and extended. Commercial indemnity systems are actuarially sound
investment pools financed by the premiums of voluntary members (plus
the interest earned by such premiums), and paying contingency benefits
in amounts conditioned primarily by the size of premium payment; benefits
which are normally not lost because of shifts in the circumstances of insured
individuals not affecting premium payments. Each of these features of a
private insurance system incorporated in modified form in the original
Social Security Act has been modified still further by successive amend-
ments to the Act, including those of 1954.
According to the Chief Actuary of the OASI system," the inter-
mediate-cost estimate under high-employment assumptions indicates that
for the present law the contribution schedule is insufficient to support the
benefit payments by about one-half to three-fourths per cent of pay-
32 See Jacobus tenBroek and Richard B. Wilson, Public Assistance and Social Insurance-
A Normative Evaluation, 1 U.C.L.A. LAw REv. 237, at 239-245 (1954).
33 Ibid.
34 Hearings, supra note 3 at 81-82.
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roll." Congress nevertheless failed to increase projected tax schedules
sufficiently to eliminate this deficit. Thus, the system is not actuarially
sound and operating estimates become increasingly inconsistent with past
experience.
Equally violative of private insurance principles is the requirement for
mandatory forfeiture of contributions by those who leave covered employ-
ment. Job changes are normally irrelevent to an individual's insurance
standing. The adverse effect of such a shift in the circumstances of insured
individuals could be eliminated by universal coverage of all jobs and pro-
fessions. Universality, however, is as yet far from achieved.
For all except ministers, members of religious orders, and a few em-
ployees of religious organizations, membership in the OASI system is com-
pulsory rather than voluntary. A departure from private insurance princi-
ples and frequently found objectionable by workers in all income brackets,
compulsory coverage is particularly onerous for high-income wage-earners
and self-employed persons whose benefits are proportionally lower than
their contributions. The compulsory principle has been confirmed and ex-
tended by bringing approximately ten million new workers into coverage
on an involuntary basis.
Finally, contributory principles have also suffered serious invasion. The
five-year drop-out, the disability "freeze", the eligibility requirements for
newly covered groups, the new benefit formula and the coverage of addi-
tional professionals and self-employed persons add further distortion to
the relationship between wages, contributions, risks and benefit payments.
Not only may years of low earnings now be eliminated under the "drop-
out" provision for purposes of determining the average monthly wage, but
so may years of no earnings due to disability, withdrawal from the labor
market or removal to uncovered employment. Premium taxes paid by em-
ployees during these four and five-year periods--or the complete absence
thereof-are insufficient to cover or to justify in contributory terms the
higher benefit amount resulting from the "drop-out" provision. The dis-
ability "freeze" has a similar effect since it provides for an additional risk,
and upon retirement will allow higher benefit payments, without extracting
commensurately greater premiums from covered individuals. By paying
only a three per cent premium tax, self-employed persons clearly do not
bear their full contributory share of the OASI financing load. Even the
higher four per cent rate paid by wage earners and their employers is now
estimated to be actuarially insufficient. Extension of coverage to new groups
of self-employed professionals thus involves a further defection from con-
35 M yERS AND RA OP, AcTUARI STUDy No. 38, U.S. DEPT. or HEALTH, EDUCATION AND
VELFARE, SoCIAL SECURITY ADmINISTRATION, DEPT. or THE ACTUARY, Mar. 1954, at 4.
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tributory principles. Since the inception of the system in 1935, the benefit
formula has been weighted in favor of low income workers whose contribu-
tions are proportionally less than their benefits. Benefits are calculated by
multiplying an initial portion of the average monthly wage by 55% and
the remainder by a lesser percentage (now 20%) The new amendments
extend this non-contributory practice by increasing from $100 to $110 that
part of the average monthly wage to which the 55% factor is applied, there-
by disproportionately advantaging those whose average wage is very low
Finally, members of all newly covered groups become qualified for benefits
after only six quarters of coverage. Thus, an individual who has contributed
as little as $6.00 in taxes might qualify for the minimum benefit payment.
Second, a system of contributory payroll taxes is generally inequitable
because its incidence is primarily regressive, i.e., taxes on lower income
groups least able to bear them.36 Since employers' contributions to OASI
are in large part shifted to workers in the form of lower wages or to con-
sumers in the form of higher prices, it has been estimated that approxi-
mately 75 per cent of the social insurance bill is financed by regressive taxes.
By raising the projected tax rates for 1970 and 1975, Congress has accen-
tuated this regressive element. While the increase in the taxable wage base
from $3600 to $4200 introduces a more progressive element into employ-
ees' contributions, this will be offset by a corresponding increase in the
regressive employers' contributions.
Third, although a significant expansion in coverage will result from the
new amendments, not only is the goal of universality still to be met, but
there appears to be no reasonable basis for some of the present exclusions.
The objective of universality has been supported by a variety of argu-
ments. "Where coverage of the Old-Age and Survivors Insurance system is
more complete," argued the majority of the House Ways and Means Com-
mittee, "old age assistance more nearly assumes its proper role as a subsidi-
ary program. '3 7 Thus, the great majority of retired workers will "receive
their benefits without a means test" and will thereby "be stimulated to
thrift, initiative and personal savings." The Committee's objective could,
of course, be achieved by eliminating the "means test" from Old Age As-
sistance just as well as by expanding OASI. In fact, if the "means test" is
objectionable, this would be the desirable method.
Universal coverage was defended by Secretary Hobby on grounds that
workers who move in and out of covered employment are penalized by re-
duced benefit payments upon retirement. Coverage of all jobs would, of
course, eliminate this defect. s Extension of coverage to large groups of
36 ten Broek and Wilson, supra note 32 at 284.
37 Report, supra note 5 at 2.
38 Hearings, supra note 3 at 113.
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self-employed professional and farm operators, however, can hardly be
justified on this basis, since such persons seldom "move in and out of cov-
ered employment," and many of them are able to make independent pro-
visions for retirement.
Finally, universality was urged by the United States Chamber of Com-
merce as a method for reducing "the cost of social security benefits by
almost one-half of one per cent of covered payrolls." 9 This contention has
much merit; the more numerous the members, the more widely spread are
risks and costs. The Chief Actuary of the system, moreover, concurs in the
Chamber's estimate of savings to be expected from universal coverage.
Unfortunately, arguments in behalf of universality are more politically
persuasive than they are logically sound. A regressively financed social in-
surance system paying sub-standard benefits as a matter of right without
a "means test" and controls on spending is preferable to an Elizabethan
means-test assistance program paying equally low benefits. This situation,
however, renders the stock defenses of universality no less intrinsically
weak.
Quite apart from the theoretical value of more universal coverage, there
is little justification for continuing to exclude doctors, dentists, lawyers and
federal employees. There appears to be little difference between such ex-
cluded groups and the professional and white collar groups-accountants,
engineers, architects, and local government employees-newly covered by
these amendments. Certainly, coverage of the excluded groups would pose
no greater technical problems-such as difficulty in the determination or
reporting of net earnings-than did the newly covered categories. The
vociferous and successful opposition of the excluded groups does not create
a difference where none existed.
Fourth, despite avowals to the contrary, the OASI benefit structure
continues to be conditioned by a means test. "The OASI system is not in-
tended as a substitute for private savings, pension plans, and insurance
protection," asserted President Eisenhower in his special social security
message to Congress in January of this year. "It is, rather, intended as the
foundation upon which these other forms of protection can be built."40
Indeed, each previous proposal for increasing benefit amounts has been
similarly defended as necessary to meet "minimum standards of health
and decency" and to provide for the "basic needs" of beneficiaries. 41 More-
over, restrictions on the amount of earnings which may be retained without
loss of benefits are in effect a means test of general application since earn-
39 Id. at 489.
40ON.Y. Times, Jan. is, 1954, p. io, Col. i.
41Hearings before the Cornmnittee on Finance on H.R. 6000, 81st Cong., 2nd Sess. (1950).
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ings constitute the only outside income for the great majority of benefici-
aries who have outside income.
Fifth, although the exempt earmngs provision has been liberalized by
the new amendments, coverage of additional self-employed and profes-
sional groups renders increasingly questionable the line between exempt
and deductible income. Any amount of income from securities may be re-
tained without loss of benefits, but proceeds from the operation of a business
or professional practice above a limited amount may not. However, since
the profits of previous years have frequently been reinvested in business
or professional equipment, returns from active engagement in these under-
takings after retirement can be viewed equally as investment dividends
and as payment for services immediately rendered, although such returns
are presently subject to the outside earnings limitation. Were these lifetime
profits to be invested in corporate securities, the resulting interest and divi-
dend payments would not be subject to the earnings limitation. There is
little reason to penalize one for investing in his own enterprise and to
reward him for financing the undertakings of others.
Sixth, since the new formula will yield an average increase of only $5.00
per month, it falls far short of adequate standards of health and decency
Moreover, in many states that increase will be nullified by a correspond-
ing reduction in old age assistance payments to those one-half million bene-
ficiaries who must rely on OAS to supplement their insurance benefits.
Under these amendments the average monthly benefit for a retired worker
will be $56.00, for a retired couple, $98.00 and for a surviving widow and
two children, $126.00.42 "The protection afforded by the (OASI) program
may be considered adequate," announced the House Ways and Means
Committee, "only when benefits are high enough, when added to savings
and assets normally accumulated, so most beneficiaries will not have to
apply for public assistance for the ordinary expenses of living."43 Are the
new benefit amounts sufficient to meet the "ordinary expenses of living"?
Under California's aid to needy children program, the rmnimum needs of
a family of three were estimated to be $179.00 per month*4 -$53.00 above
the average allowed to a widow and two children under the OASI program.
Under Califorma's old age assistance program, a single retired person is
assumed to require $80.00 per month for subsistence level existence-$24
above the new average OASI benefit payment. These standards of compari-
son are, of course, manifestly based on minimum needs, they fall far short
4 2 Hearzngs, supra note 3 at 157
43 Report, supra note 5 at 2.
4 4 THE STANDARD OF AsSIsTANcE IN CALIFORNIA'S AID TO NEEDY CH.DREN PROGRAM, RE-
PORT BY THE STATE SOCIAL WELFARE BOARD TO THE GOVERNOR OF CALIFORNIA, MAY 5, 1953,
STATE OF CALIFORNIA DEPT. OF SOCIAL WELFARE, p. 58.
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of socially acceptable levels of living.4 5 Thus, the new benefit formula fails
to achieve minimum standards of living, let alone the Committee's an-
nounced objective of meeting "the ordinary expenses of living."
III. Rehabilitation
The new look at social security included a new look at rehabilitation.
Since rehabilitation is the process of restoring disabled persons to produc-
tive endeavor, rehabilitation is the positive and constructive side of a social
security system. Without it, social security programs are mere palliatives
designed to mitigate destitution and relieve misery but not to overcome
them or their causes. It is of the utmost importance, in reviewing social
security, to consider not only the nature of the palliative but the nature of
the cure as well and their proper relationship to each other. A review less
comprehensive than this could lay claim to little more than being a pallia-
tive itself.
What is the nature of disability? Is it a physical or psychiatric condi-
tion with only such consequences as logically follow from that condition?
On the contrary, does it consist of social elements as well, barriers erected
out of the misconception of the rest of the community? What are the eco-
nomic elements and consequences of disability? In what ways and to what
extent can and should these be ameliorated by the OASI and public assist-
ance programs? In what ways and to what extent can and should the re-
habilitation program be integrated, or coordinated with OASI and public
assistance?
Answering these questions is an indispensible part of reexamining the
social security system. We now turn to an examination of how or how well
the Eisenhower Administration did this.
The Adininistration's Rehabilitation Proposals.
The Administration's 1954 rehabilitation proposals were announced by
the President in his State of the Umon Message,' broadly delineated in
his Special Message on Health and Rehabilitation,4 7 detailed and intro-
duced into Congress in three bills48 and further spelled out in oral and writ-
ten testimony by Secretary Hobby and her staff.49
The President pointed particularly to the backlog of two million reha-
bilitable but unrehabilitated disabled persons and contrasted the annual
increment of 250,000 with the 60,000 a year being restored to productive
45 tenBroek and Wilson, supra note 32 at 286-296.
46 January 7, 1954.
4" January 18, 1954.
48 S. 2758, H.R. 8149; S. 2759, H.R. 9640; § 222 of H.R. 7199; 83rd Cong., 2nd Sess. (1954).
49 Secretary Hobby before the House Committee on Ways and Means on H.R. 7199, 83rd
Cong., 2nd Sess. 68.
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employment under the existing rehabilitation program.5" He argued that
"The number of disabled who enter productive employment each year can
be increased if the facilities, personnel and financial support for their re-
habilitation are made adequate to the need."'" He recommended that Con-
gress adopt legislation providing for a progressive expansion of "our reha-
bilitation resources" so that by 1959 the annual goal of 200,000 rehabili-
tated persons would be reached.52
To show the financial advantage to the public of an expanded rehabilita-
tion program, the Administration stressed the relationship of this program
to public assistance. Roughly one million persons are recipients of public
relief as a result of disability " These include 144,000 disabled parents
whose 378,000 needy children receive aid to dependent children, 170,000
who receive aid to the permanently and totally disabled, 98,000 who re-
ceive aid to the blind and 182,000 disabled recipients of general assistance.M
About 12,000, or 20 per cent, of those rehabilitated last year were on the
public assistance rolls. It was estimated that some 107,000, or 30 per cent,
of the additional 360,000 individuals who would be rehabilitated in the
next five years under the proposed program, would come from the public
assistance rolls.55 It costs "three times as much in public assistance to care
for non-productive, disabled people as it would cost to make them self-
sufficient and tax-paying members of their community "I
The legislative program through which the Administration proposed
to achieve these expanded rehabilitation goals included these principal
features.
1. Preserving the OASI benefit rights of disabled persons, assigning the
function of their medical evaluation to state rehabilitation agencies,57 and
thus bringing them into prompt contact with those agencies for rehabili-
tation services.5s
2. Encouraging the construction of comprehensive rehabilitation facili-
50 Special Message on Health and Rehabilitation, Jan. 18, 1954.
51 Ibid.
5 2 Ibu.
5Secretary Hobby before Senate Subcommittee on Health of the Committee on Labor
and Public Welfare on S. 2759, 83rd Cong., 2nd Sess. 314 (1954).
54 Howard A. Rusk, N.Y. Times, Jan. 10, 1945, pt. 1, p. 73. Not all of these disabled per-
sons, of course, are rehabilitable into remunerative employment, but, on the other side, many
disabled persons who are rehabilitated and never received public relief would eventually have
been forced upon it if they had not been rehabilitated.
55 Nelson Rockefeller before Senate Subcommittee on Health of the Cominttee on Labor
and Public Wefare on S. 2759, 83rd Cong., 2nd Sess. 319 (1954).
56 President's Message, Jan. 18, 1954.
57 The new law provides for the possible assignment of these functions to other than the
rehabilitation agencies m some states. 68 STAT. 656 (1954) § 5(a) (1).
58 H.R. 7199, amending the Social Security Act, § 222, 83rd Cong., 2nd Sess. (1954).
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ties under the Hospital Survey and Construction Act by authorizing federal
grants-in-aid for that purpose.59
3. Making federal funds available for specialized rehabilitation train-
ing of professional personnel, such as doctors, physical and occupational
therapists, psychologists, social workers and rehabilitation counsellors; and
for research and demonstration to improve rehabilitation techniques and
disseminate knowledge concerning them. 0
4. Stimulating the expansion and development of existing comprehen-
sive rehabilitation facilities and special workshops for the disabled."'
5. Expanding the services available under the existing federal-state vo-
cational rehabilitation program by: (a) making explicit a requirement that
state plans include physical restoration services; 6 (b) removing the ninety-
day time limit on hospitalization and thus opening the way for handling
severe cases; 6 3 (c) furnishing equipment, stock and supplies necessary for
the operation by handicapped persons of small business enterprises, such
as vending stands, under state agency management and supervision; (d)
requiring the state rehabilitation agencies to cooperate with the federal
OASI Bureau -and with state public assistance, employment and other
related agencies."
6. Increasing state and local discretion and diminishing federal admin-
istrative controls by: (a) giving an opportunity for community or county
administration of the program under state supervision, thus eliminating the
present requirement of state administration; (b) giving the states an elec-
tion to create independent rehabilitation agencies, instead of the present
requirement that such agencies be under the state board of vocational edu-
cation; (c) permitting states to set up separate agencies and plans for the
rehabilitation of the blind; 5 (d) eliminating the present requirement of
federal approval of fee schedules for medical services, hospitalization,
training, prosthetic appliances and rates of compensation for state agency
personnel, (e) instituting an explicit provision for judicial review under
which the state may bring proceedings in the federal district court if it is
dissatisfied with a determination by the Secretary that its plan or admin-
istration is out of conformity with federal requirements. 66
7 Initiating a new grant-in-aid formula. This was part of an overall
59 S. 2758, amending the Hospital Survey & Construction Act, 83rd Cong., 2nd Sess. (1954).
60 S. 2759, § 7(a) (3) (4).
61 S. 2759, § 10(a).
62 S. 2759, § S(a) (6).
63 S. 2759, § 10(a) (2) (5) (7).
64 S. 2759, § 5(a) (8) (9).
65 S. 2759, § 2 (c).
60 S. 2759, § 5(d).
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plan to replace the existing "patch-work of complex formulas and cate-
gorical grants" with a "uniform pattern" of a single "simplified formula
for all basic grant-in-aid programs." The new formula would "apply a
new concept of federal participation in state programs," would "permit the
states to use greater initiative and take more responsibility in adrmnistra-
tion" and would make "federal assistance more responsive to the needs of
the states and their citizens." The formula was compounded of three ele-
ments: states were to be aided in an inverse proportion to their financial
capacities as measured by their relative positions as to per capita incomes;
the states were to be aided in proportion to their population, and a portion
of federal assistance was to be set aside for the support of "unique projects
of regional or national significance which give promise of new and better
ways of serving the human needs of our citizens." '67
These three elements are integrated and applied to the rehabilitation
program through dividing the federal grant into three parts: (1) grants to
support the basic rehabilitation services, (2) grants for the extension and
improvement of the existing basic program, (3) grants for special projects
to assist states, localities and non-profit private organizations and agencies
in meeting special rehabilitation needs and problems.6" In the support
grants the federal share varies according to the per capita income of the
states from 66 per cent in the case of low income states to 33 per cent in
the case of high income states. 9 The federal share of total expenditures
for basic rehabilitation services would be 50 per cent. This arrangement
would replace the current formula of 100 per cent federal money for the
cost of the administration of the program and the cost of guidance, coun-
selling and placement services; and 50 per cent for the remaining basic
rehabilitation services. The federal share for fiscal 1954 of total expendi-
tures was about 62 per cent. 70 Extension and improvement grants were to
be allotted on the basis of the population of the states but no state was to
receive less than a specified minimum. The federal share was fixed at 75 per
cent for the first two years of a new activity, 50 per cent for the next two
years and 25 per cent for the last two years of the six years imposed as a
limit on federal participation in any one project. Thereafter, the project
would become a part of the basic program and subject to the rules of fed-
eral participation which apply to the basic program. For the special project
67 President's Message of Jan. 18, 1954.
68 S. 2759, § 1.
69 S. 2759,§ 2. A minimum allotment is specified and provision made for a three-year period
of adjustment to the new formula.
70A provision m the 1954 Labor, Health, Educational Welfare Appropriation Act stipu-
lated that for fiscal 1955, the states would have to produce 75 cents for each federal dollar. Had
this gone into effect, the federal share of the total national expenditure would have been 57
per cent.
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grants, the administration proposals did not prescribe any allotment or
matching formula. Insfead, the kinds of projects to be aided within the
vaguely defined general class, the standards of importance or immediacy
for choosing among applications and the degree of federal financial par-
ticipation for approved projects were left to the discretion of the Secretary
of the Department of Health, Education and Welfare.'
Support and Opposition.
In all of their major aspects except one, the Administration's rehabili-
tation proposals received widespread approval from the professional work-
ers in the field. Administrators of public programs and private non-profit
agencies dealing with the sick and physically handicapped all rallied to
their support. Among those who gave favorable testimony at the Senate
committee hearings for example, were: The National Rehabilitation Asso-
ciation,'2 primarily an association of rehabilitation workers; the State's
Vocational Rehabilitation Council,7 an organization of state directors;
many state directors of rehabilitation individually; 74 the National Society
for Crippled Children and Adults;75 the American Association of Psychi-
atric Social Workers; 76 the United Cerebral Palsy Association; 77 the
National Tuberculosis Association, 75 the American Foundation for the
Blind; 79 and the American Association of Workers for the Blind.s0
Almost all of these administrators, orgamzations and agencies, how-
ever, were sharply critical of the new financial provisions. They argued that
there is little, if any, relationship between the kind and amount of rehabili-
tation services presently available in the various states and the ability of
the states to provide them as measured by per capita income tables. Some
relatively poorer states have fairly good programs and some of the wealthier
states have very undeveloped programs. A basic fallacy thus was asserted
to underlie the formula. Moreover, it was maintained that under the new
arrangement twenty-three states would receive allotments less than their
present grants, (assuming that the federal appropriation remained the
same), and twenty states would have their federal share reduced from an
average of 62. per cent to less than 50 per cent. In these circumstances,
71. S. 2759, § 3.
72 Hearings before Senate Subcommittee on Health of the Committee on Labor and Public
Welfare on S. 2759, 83rd Cong., 2nd Sess. 357.
73 Id. at 584.
74 Id. at 453, 584, 592.
75 Id. at 468.
76 Id. at 512.
77 Id. at 553.
78 Id. at 590.
79 Id. at 493.
80 Id. at 499, 500.
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"at least one-half of the states" would have "to struggle desperately" to
secure enough state funds to replace the lost federal funds. Some states
would fail in this struggle. Expansion of rehabilitation was thus made
highly unlikely and it was even possible that there would be a contraction.
Organized labor and organizations of the handicapped-as distin-
guished from agencies for them-presented strong opposition to the Ad-
ministration's proposals. These groups were the A.F.L., 1 the C.I.O., - the
American Federation of the Physically Handicapped3 and the National
Federation of the Blind. 4 The ground of opposition taken by the first three
was that the proposals did too little. They were described as "piecemeal"
and "wholly inadequate" They were said to neglect such important mat-
ters as financial assistance to the disabled and aid to cooperative enter-
prises of the handicapped and special business establishments. They did
nothing toward the removal of obstacles standing in the way of employ-
ment of the physically handicapped and especially those obstacles which
exist in the federal civil service. They made no progress toward the coordi-
nation of the activities of the thirty-five federal agencies having a piece of
the rehabilitation program. They contained no requirement that the appli-
cable standards of health, safety, labor and immum wage laws guarantee
sheltered shop workers against danger and exploitation. They did but
should not have relaxed federal control over the standards of administra-
tion in the states. A federal law should require state rehabilitation agencies
to be located in the state labor departments; and the whole program should
be integrated with the states' workmen's compensation laws.
The National Federation of the Blind alone made a slashing attack
upon the direction given rehabilitation development by the Administra-
tion's proposals with respect to rehabilitation facilities and sheltered shops.
Democratic senators were also sharply critical of the Administration's
rehabilitation proposals. Those on the responsible committee subrmtted a
minority report,85 though it took the form of "supplemental views" rather
than outright disagreement or dissent. "We have joined in reporting
S. 2759", they wrote, "not because it represents a major advance in the
field of vocational rehabilitation but because even the small progress pro-
jected by this legislation is desirable" The new types of rehabilita-
tion services authorized by the bill were described as "worthwhile" and
the provision of "some" personnel training opportunities was approved.
81 Id. at 543.
82 Id. at 573.
8
3 Id. at 516.
84 Id. at 432.
85 SEN. R'. No. 1626, 83rd Cong., 2nd Sess. (1954) Senators Lehman, Murray, Hill,
Neely, and Douglas.
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The minority committeemen maintained, however, that "the enactment of
this bill and the fullest utilization of its provisions during the next few
years will not deal adequately with the massive human and economic prob-
lems of the physically handicapped in the United States." The two most
obvious shortcomings of the bill were said to be: "1) the relatively small
numbers of physically handicapped which the contemplated program will
rehabilitate, and 2) the inadequate provisions dealing with what is prob-
ably the single greatest bottleneck in the entire national rehabilitation
program-the lack of trained professional workers in the field."'
The five minority committeemen joined with a dozen other Democratic
senators in sponsoring a rehabilitation bill of their own which they sought
to have adopted as a substitute for the Administration's measure. This bill
contained many of the features emphasized in the Administration's propos-
als: support of rehabilitation centers and sheltered shops and a variable
grant formula. It was far more comprehensive, however. It sought to coor-
dinate governmental functions related to the handicapped by establishing
an independent agency for the handicapped, located for housekeeping pur-
poses in the Department of Labor, and having a sweeping jurisdiction not
only over the rehabilitation program but over many other programs affect-
ing the handicapped as well, including even, in the case of the blind, talking
books and public assistance. It provided for financial assistance to the
disabled who were found to be unfeasible of rehabilitation. It required ap-
plication of wage and other labor laws to sheltered shops and other work
projects for the handicapped. It established a second federal injury fund
to reduce the insurance problems connected with second injuries to handi-
capped workers. It set up a division for the handicapped in the federal
Civil Service Commission to deal with examination and recruitment of
handicapped workers in the public service. 7
The Law as Passed.
When the issue was squarely put between this comprehensive substi-
tute of the Democrats and the Administration's proposals, the Senate re-
jected the substitute without a roll call vote; Is and Congress later adopted
the Administration's proposals by unanimous vote in both Houses.89 The
Administration's proposals were not finally adopted, however, until a num-
ber of provisions had been added and the grant structure drastically modi-
fiedY0 A twelve-man national advisory council was created to advise the
8 6 Id. at 48.
87 S. 2570, to create a Federal Agency for the Handicapped, 83rd Cong., 2nd Sess. (1954).
88 100 CONG. lre. 9611 (1954).
89 In the Senate, 100 CoNG. REc. 9436, 10424; m the House, 100 CONG. REc. 10678.
9 0 H.R.R PNo. 2286, SEa. REP. No. 1626, P.L. 565, 83rd Cong., 2nd Sess. (1954).
N ov, 19541
THE HASTINGS LAW JOURNAL
secretary on special project grants. 1 Arrangements with respect to vending
stands for the blind in federal buildings were substantially overhauled. 2
The secretaries of Health, Education and Welfare and Labor and the chair-
man of the President's Committee on the Employment of the Physically
Handicapped were directed to cooperate in the promotion of job opportuni-
ties for the physically handicapped and in the development and recom-
mendation of policies and procedures to facilitate placement. 3
The grant-in-aid formula finally enacted moderated the period of ad-
justment and sharply curtailed the ultimate extent of the financial respon-
sibility thrown onto the states by the Administration's new grant proposals.
With respect to the support grant, the Congressional changes provided
that no state shall ever receive a smaller allotment out of any year's federal
appropriations than it received in fiscal 1954. Moreover, for a period of
five years each state's federal-state matching ratio on the portion of its
federal grant equal to its 1954 allotment will be the same as its federal-
state matching ratio in 1954. During fiscal 1960, 1961 and 1962 this ratio
will be adjusted upward and downward at the rate of 25% a year to the
new federal-state matching ratio. Consequently, the new formula goes into
effect immediately only with respect to federal grants in excess of those
made to the particular state in 1954 and will go into effect with respect to
the remainder in fiscal 1963. The new formula is this. The federal-state
matching ratio will be made to vary inversely with the per capita income in
the states. In the case of the state whose per capita income is the same as
the national per capita income, the federal share will be 60% The maxi-
mum and min ium federal shares are 10% above and below this. Conse-
quently, the lowest income state will receive 70% of its rehabilitation costs
from the federal government; and the highest income state will receive
50% 9-
With respect to extension and improvement grants, the formula as
finally adopted provided a limit of three years on any one project and
fixed the federal share at 75%.
Finally, the secretary's discretion as to the financial formula for special
project grants was circumscribed by the Supplemental Appropriation Act. 6
Each two dollars of federal money must be matched at least by one dollar
of other money 
9 7
91 68 STAT. 656 (1954) § 4(d) (1).
92 68 STAT. 663, (1954) § 4.
93 68 STAT. 659 (1954) § 8.
94 68 STAT. 652 (1954) § 2.
95 68 STAT. 654 (1954) § 3.




We accept as unchallenagable the value to society and to the individual
of rehabilitation as expressed in the goal to restore disabled individuals to
a productive role in society. An evaluation of the new look in rehabilitation,
therefore, can only properly be developed along two major lines: Did the
proposed program retain this goal or deviate from it; and were the specific
items of change and addition adapted to the achievement of the goal? A
doubtful or a definitely negative answer must be returned on both counts.
First, the effect of the new grant structure on the expansion of rehabili-
tion services throughout the nation is difficult to calculate. The variable
grant idea, relating the federal share inversely to the per capita income of
the state, it is said, bespeaks a national responsibility for the "human needs
of citizens" on a relatively more equal financial basis, leveling off, so far as
the cost of rehabilitating the disabled is concerned, the economic differ-
ences existing throughout the country Instituting this principle is regarded
by many as a matter of social and economic justice to disabled individuals
in the poorer states. It is the positive side of the decision rendered by the
United States Supreme Court in the case of Edwards v. California. All
of this, however, can be accomplished by increasing the federal share in the
poorer states without diminishing it in the wealthier states.
The new formula will increase the federal share of the cost of any given
rehabilitation in the low income states. Will it also stimulate an expansion
of rehabilitation services, increasing the number of rehabiitants and the
range, variety and quality of services rendered them? The increase in the
federal share is not great, running from a national average of 62 to 65 per
cent (with only such variations among the states as resulted from differ-
ences in the cost of administration and differences in emphasis on guidance
and counselling services) to a top of 70 per cent. Thus at best the low in-
come states have received an increase of a few percentage points. It is true
that however small the increase in the federal share, the existing state ap-
propriations will bring in additional federal money; and, though some
states may keep their services at the present level and reduce the state
appropriation, there probably will be a tendency not to follow this course
but to expand services instead.
In the wealthier states the tendency may well be just the opposite. Even-
tually, they will have to put in more state funds-some as much as 12%
or 15 %-to secure the present amount of federal money With the prospect
of having to do this to maintain the present level of service, the states may
be chary of engaging in an expansion the initiation of which will cost some
state money and the continuation of which will drive total state expendi-
tures even higher.
98314 U.S. 160, 62 S. Ct. 164 (1941).
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Thus, despite the promised trebling of the authorized federal appro-
priations in the next few years, and despite the impetus given rehabilita-
tion by the new national emphasis, the grant formula may well operate to
curtail the contemplated national expansion and, by a failure to adjust the
fiscal machinery to the human and economic objective, to make the annual
goal of 200,000 rehabilitants an unrealized hope.
Second, the new law's expansion of the scope of rehabilitation services
already existing under the old law is far from commensurate with the goals
stipulated for the program. Many of the newly added provisions--such as
making somewhat more explicit a requirement that states supply physical
restoration services, eliminating the ninety-day maximum on hospitaliza-
tion, removing the limitation on the tools, equipment and stock which may
be furnished as necessary to engage in an occupation or business-are valu-
able enough considered individually or collectively Their partial and in-
adequate character, however, is glaring when they are measured against
the magnitude of the problem of annually restoring 200,000 disabled per-
sons to full and productive employment. In fact, few of the really handi-
capping limitations on the program are removed, many of them are not
touched at all, and fruitful avenues of possible expansion are left un-
explored.
It is true that great progress has been made in the area of case finding,
an area in which the absence of systematic effort in the past has been very
damaging. It is highly important to reach the client while his disability is
yet fresh and he is most susceptible to the techniques of rehabilitation.
Prompt referral by the OASI Bureau to the rehabilitation agencies of per-
sons coming under the disability freeze will greatly reduce the present
seven-year period between onset of disability and becoming known to the
rehabilitation agency This provision, however, is not an unmixed accom-
plishment. For the rehabilitation agencies to make the medical determina-
tion of disability under the OASI program may be both a very costly drain
on rehabilitation funds and a major distraction to the principal rehabilita-
tion function. Moreover, the OASI referral will not reach the tremendous
backlog of disabled persons, or those who are not covered by OASI, or the
wives and children who are secondary beneficiaries of covered workers.
Other possible methods of reaching these-mandatory reporting by physi-
cians and other sources of contact, a continuing census of the entire handi-
capped population, programs of publicity and information describing the
nature and extent of services available-were neither explored nor required
by the new provisions.
Nothing is done under the new law to strengthen the guidance and
counselling services of the rehabilitation program, to halt the tendency of
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shunting the disabled into a limited series of stereotyped occupations, to
provide a staff which will have and exhibit full confidence in the disabled
and which will aid them to enter fields of their own choosing.
Nothing is done under the new law, moreover, to strengthen placement
as an inescapable function of the rehabilitation agencies, at least in certain
classes of cases. For the severely disabled this is the arduous culmination
of a long and arduous process. It cannot be accomplished by the automatic
referral of the employment agency. It can only be accomplished by the
application of highly specialized and individualized techniques of affirma-
tive contact with employers, aggressive seeking of employment opportuni-
ties, personal demonstration and follow-up. For the severely disabled the
new requirement of rehabilitation agency cooperation with state employ-
ment agencies tends to move in the wrong direction. The general admonition
to the secretaries of Health, Education and Welfare and Labor and the
chairman of the President's Committee on the Employment of the Physi-
cally Handicapped to join together in the promotion of job opportunities
and the development of techniques of placement is of course good general
advice.
Finally, under the new law, no action was taken or machinery set in
motion to remove the obstructions to employment of the physically handi-
capped which exist in statutes, ordinances, administrative rulings, judicial
decisions, and institutional practices throughout the country.
Third, the loudly claimed relaxation of federal controls and increase of
state freedom under the new law is trivial and delusive. The states are
allowed a slight degree of greater freedom in matters of administrative
machinery They are permitted, if they choose, to give some administrative
functions to local government units or to move the rehabilitation agency
about in the state governmental structure. They are not, however, permit-
ted any greater freedom in determining the character of the rehabilitation
program. In all its principal features and aspects that program is still pre-
scribed by federal law and regulations just as it has always been since the
passage of the Barden-LaFollette Act in 1943. Whether it is desirable to
relax these federal controls turns not so much on general theories about
states' rights as on a policy judgment about the program which those con-
trols establish and maintain.
Fourth, the promotion and support of rehabilitation facilities--one of
the major innovations of the new law-contributes aid to a valuable and
urgently needed service. These facilities, however, are dominantly if not
exclusively medical, therapeutic and clinical. They are to that extent, when
included in a rehabilitation program, as distinguished from a public health
program, diversions from the main goal of vocational rehabilitation. The
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problem of the rehabilitation of the disabled is, first of all, the problem
of overcoming the erroneous preconceptions of the public, the myriad dis-
criminations to which they give rise and the defeatism and lack of con-
fidence which they inspire in the disabled.
Viewed in this light, the function of vocational rehabilitation is quite
different from the function of rehabilitation facilities. Vocational rehabili-
tion neither begins nor ends with physical adjustment and restoration, with
the provision of medical aids and prosthetic devices. These are precondi-
tions to a program of vocational rehabilitation. They are not properly a
part of such a program. They are not vocational in their emphasis. They
are not rehabilitative in their effect. The rehabilitation facilities focus on
the physical or mental disability of the individual, substituting the public
health functions of medical care and physical therapy for the vocational
rehabilitation functions of occupational skills and economic opportunity
The emphasis is not on the handicap of clients understood as a vocational
difficulty, but only on their disability, understood as a physical or mental
condition. The primary task of vocational rehabilitation-the overcoming
of the social handicap-not the physical condition-consists in the crea-
tion of an environment within society, as well as within public programs,
which will be in the fullest sense conducive to normal livelihood and normal
life. Its time-tested tools are vocational orientation, vocational training,
counseling and guidance which stimulates and opens up horizons-and
finally, of course, placement in remunerative employment in the common
callings, trades, pursuits and professions of the community
Fifth, the promotion and support of sheltered workshops-the second
major innovation of the new law-is an even more doubtful provision. Re-
habilitation facilities are a diversion from the main goal of vocational re-
habilitation. Sheltered shops are a contradiction of it. Such shops are by
their very nature a non-competitive and abnormal shelter, a segregated
retreat of covered employment. As such they are logically and practically
inconsistent with the basic conception of vocational rehabilitation. Full
and productive life in the ordinary pursuits of the community They are
defined in the law as places for the "remunerative employment of severely
disabled persons who cannot be readily absorbed in the competitive labor
market." As a matter of fact, no disabled person can be "readily" absorbed
in the competitive labor market. It takes a special, often long and arduous,
effort of training and placement to accomplish such absorption. And, in-
deed, eligibility for vocational rehabilitation purposes is conditioned on the
presence of just such vocational difficulties. The effect of the law is thus
to make subsidized workshops the central outlet for the placement of the
rehabilitated disabled, in fiat contradiction of the established goal of voca-
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tional rehabilitation-restoration to full and productive lives in the com-
mon callings, pursuits, trades and professions of the community
IV. Public Assistance
In her testimony on the new OASI Amendments, Secretary Hobby de-
clared that the Administration's year-long re-examination of social security
problems had resulted in a "new and integrated view" of public assistance
and social insurance.99 According to this view, the public assistance pro-
gram should be supported by a grant-in-aid formula which would relate the
federal contribution inversely to the "fiscal abilities"'' 1 of the respective
states. In addition, account should be taken of the fact that the OASI sys-
tem is now reaching maturity and that as it approaches universal coverage
and benefit payments are raised it will provide for increasing numbers of
aged persons who otherwise would require public assistance. The federal
government should therefore gradually and progressively reduce its share
of the cost of OAA as the new OASI provisions take effect.
The Adinstration's Proposals.
To implement this view and achieve these objectives, the Administra-
tion sponsored a number of legislative proposals which were embodied in
H.R. 7200, introduced into Congress as a companion measure to the OASI
bill.
The grant-in-aid formula to be applied to public assistance was part
of the new overall "single pattern" for such grants discussed earlier in
connection with rehabilitation. Built on the Hill-Burton formula in the
Hospital Survey and Construction Act, it varied the federal share according
to the per capita income of the states. For states with a per capita income
equal to the national per capita income, the federal percentage was fixed
at 65. For higher per capita income states, the federal share dropped below
65 per cent on an inversely proportionate basis. For lower per capita in-
come states, the federal percentage would be proportionally higher on an
inverse basis. A floor for the federal share was fixed at 60 per cent. No
ceiling was prescribed. On a basis of current data, the maximum federal
share under this arrangement would be 83 per cent.101
This variable grant formula would replace the uniform formula now
applicable to all the states. At present, the federal government reimburses
the state for four-fifths of the first $25 of the monthly payment to any needy
99 Secretary Hobby, Heanngs of the House Committee on Ways and Means on H. R. 7200,
83rd Cong., 2nd Sess. 100.
'o0 General Summary of Provisions of Public Assistance Bill, Department of HEW, Jan. 6,
1954.
101 H.R. 7200, § 6.
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aged, disabled or blind individual and for 50% of the next $30. The federal
government does not participate in payments above $55 per month. In aid
to dependent children, the states are reimbursed for 50% of monthly pay-
ments to needy children, plus $4.50 for each child. The maximum state
payment in which the federal government will participate is $30 a month
for one child in the home and $21 for each additional child. Under the
present formula, accordingly, a state obtains $35 in federal funds for each
$55 monthly payment to needy aged, disabled or blind individual and
$19.50 for $30 paid to one child in a home plus $15 for $21 payments to
additional children.102
In addition to the new variable grant-in-aid formula which was to be
applied to all four categories of public assistance payments, H.R. 7200
contained a provision further modifying the grant ratio in the case of OAA
by relating the federal percentage for each state to the proportion of the
aged population in that state receiving OASI. Under this provision, the
federal share of OAA payments in any state would be reduced by one per-
centage point for every 5% of the state's population over age 65 receiving
OASI benefits. Thus, if 25% of a state's aged population received OASI
payments, the federal share of OAA payments in that state would be re-
duced by 5 per cent. Moreover, this reduction would occur even though the
federal share of OAA payments fell below the 60% floor fixed by the new
variable matching formula.-°3
Primarily administrative in character but with significant fiscal impli-
cations was one further change in the overall grant-in-aid formula for pub-
lic assistance proposed in H.R. 7200. Under it, the present individual pay-
ment maximum for federal participation would have been replaced by an
average payment maximum. As things now stand, the federal financial par-
ticipation can be obtained only for that part of the total state expenditure,
which, as to each individual, is not above $55 in any month, ($30 for the
first, $21 for each additional child in the home) Under H.R. 7200, the
102 This new variable grant-in-aid formula was to go into effect April 1, 1955. State legis-
latures meeting in the spring of next year would thereby be given an opportunity to make the
necessary adjustments in their public assistance appropriations. Meanwhile, the Administration
proposed to extend the McFarland Amendments until March 21, 1955. Those amendments,
passed in 1952, were due to expire October 1, 1954. They had raised the maximum public as-
sistance payments in which the federal government would participate by $5.00 per month in
the case of aged, disabled and blind recipients and by $3.00 a month in the case of needy chil-
dren recipients. They had also changed the ratio from %ths of the first $20 to %ths of the
first $25 in the case of the first three categories.
103 H.R. 7200, § 2. To cushion the shock to those states which would lose federal money
under these arrangements, a two-and-a-quarter year transition period was provided for during
which any state's losses would be limited to 12% of the federal funds received in the fiscal year
ending June 30, 1954, assuming the state spent the same amount of state and local money.
H.R. 7200, §§ 2, 3, 4, 5,
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federal percentage as determined by the new formula would be applied to
all public assistance expenditures to the extent that in any month they do
not exceed $55 ($27.50 in the children's program) times the number of
recipients. The states would thus be allowed to balance their high individ-
ual assistance payments with their low assistance payments. This would
generally result in a financial gain to the states and would also eliminate
the tremendous amount of bookkeeping made necessary by the individual
payment ceiling.104
Under the new variable grant-in-aid formula, as modified in the case
of OAA by the OASI factor, (but without being able to calculate the finan-
cial consequences to any one state of the average payment principle), 21
states would receive an increase in the federal percentage; 25 states would
suffer a decrease. California would lose 9.7%, or $14,324,000. Ohio, with a
decrease of 11.7%, would incur the greatest loss. North Dakota, with an
increase of 24.2 %, would make the greatest gain.
Under these arrangements, it was expected that federal expenditures
for public assistance would be reduced by 50 to 60 million dollars in the
first quarter and by 360 to 375 million dollars in fiscal 1960. Total federal
expenditures last year for public assistance were $1,398,000,000.105
The Fate of the Proposals.
The Administration's proposals contained in H.R. 7200 did not drop
still-born into the Congressional hopper; but virtually so. From the out-
set, their prospects for survival were very feeble and death. came soon after.
H.R. 7200 was introduced by Congressman Daniel Reed of New York,
chairman of the House Ways and Means Committee, who also introduced
the OASI bill for the Administration. From the beginning, however, it was
known that his support for H.R. 7200 was at best unenthusiastic. Inter-
ested persons who made inquiries of the Ways and Means Committee were
told that H.R. 7200 would not be heard along with the OASI bill and that
separate hearings later were highly unlikely. In fact, such hearings were
never held.
The demise of H.R.7200 was made almost certain by the strong opposi-
tion of the welfare departments and the governors' offices of the large states.
Faced with very substantial losses, in federal funds and therefore with the
necessity either of curtailing public assistance or raising additional state
money, the administrations of these states sprang into action to eliminate
the occasion for such a choice. Under the leadership of Charles Schottland,
welfare director of California, and chairman of the State Welfare Directors,
they instituted an active but unpublicized campaign which reached many
104 H.R. 7200, §§ 2, 3, 4, 5.
1 05 Soc. LxGis. IN oR. SERv. No. 44, 83rd Cong., Jan. 25, 1954, 282 ff.
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congressmen by personal contact as well as by other methods. H.R. 7200
did not even come to a committee vote.
At a late stage in the Congressional session, Secretary Hobby made a
futile last-minute attempt to salvage something from the wreckage of H.R.
7200. In hearings before the Senate Finance Committee, she set forth a
proposal to reduce the federal share of the first $25 of OAA payments from
four-fifths to one-half."' 6 The proposal went almost unnoticed. Instead, the
OASI bill as finally passed, extended the MacFarland amendments-fixing
the present federal ceiling and percentage-for another two years. 0 7
Evaluation.
First, the variable grant-in-aid formula, relating the federal contribu-
tion to the per capita income of each of the states has a superficial attrac-
tiveness. To the extent that it is aimed at equalizing the capacities of the
various states to support a decent welfare program, it makes an appeal to
time-honored principles of nationalism and equality To the extent that low
income states find it financially impossible to relieve the distress of pov-
erty among their people, the variable grant formula removes or at least
moves an absolute barrier. But when this much has been said, the argu-
ments for a variable grant formula based on per capita income have been
exhausted. The fundamental criticism of the formula is its selection of a
basis of federal payment which is irrelevant to the purpose of the grant-
in-aid system. The fact is that per capita income does not determine the
level of the welfare program in the states, however much it may theoreti-
cally indicate an upper limit. Louisiana in 1947 ranked 41st among the
states in per capita income and 40th in 1949 Meanwhile Louisiana rose
from 38th in 1947 to 17th in 1949 in the size of average cash grants to re-
cipients of OAA.1'° The passage of a two per cent sales tax in 1948 ear-
100 Secretary Hobby, Hearings belore the Senate Committee on Finance on H. R. 9366,
83rd Cong., 2nd Sess. 217-18.
107 p L. 761, 83rd Cong., 2nd Sess., § 301. The Senate Appropriations Committee late in
June tried a separate line of attack on the problem of reducing federal expenditures for public
assistance. They attached a rider to H.R. 9447 providing that no part of the federal appropria-
tion for the fiscal year beginning July 1, 1954, could be used for payments to a state under the
OAA, ANB, and ADC programs "for the administration of a state plan in excess of 7 per centum
of the federal share of assistance payments under each such plan." The APTD program was
not subjected to this limitation on the theory that it was still new and administrative costs
and procedures had not yet stabilized. Under this rider, 33 states would have suffered a reduc-
tion m federal contributions with New York, California, Pennsylvania and Massachusetts
being the big losers. The state welfare administrators again went into action. Strong objections
were raised on the Senate floor and the amendment was withdrawn. 100 CoNo. REc. 8479.
10s Obviously a welfare program should not be judged only by the size of the average
grant. The rigorousness of conditions of eligibility and many other factors would have to be
added in an overall evaluation. The cash grant, however, is a central feature and will serve in
general as an indicator of the character of the program.
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marked for OAA made the difference. Virginia, between 1947 and 1952,
though it rose slightly in per capita income standing from 37th to 35th,
declined from 44th to 47th in OAA payments. In the same period, Mary-
land rose in per capita income standing from 23rd to 12th and in OAA
grants from 34th to 33rd. Since 1950 both states have passed statutes which
provide for tax credits to income tax payers when there is a substantial
excess of estimated tax receipts over budgeted expenditures. In 1951 and
1952, income tax payers in both states received substantial reductions in
their tax liability as a result of these statutes.109 In these cases, thus, there
was no relationship between per capita income and "fiscal ability" to sup-
port welfare programs; and "fiscal ability", in turn, bears no necessary re-
lation to the support actually forthcoming for such programs.
The degree of such support seems rather to depend upon the welfare
consciousness of the citizens and legislators of the state, the force and effec-
tiveness of organizations of recipients and other welfare groups, the strength
of competing claims upon the expenditures of the state, the extent of urban-
ization and industrialization in the state and a multitude of other social,
economic and political considerations.
If the object of the grant-in-aid system is to raise the level of welfare
throughout the country, then tying the federal contribution to the per capita
income of the various states wouldincrease the federal percentage to the
poorer states but not necessarily in proportion to the poorness of their wel-
fare programs. It would also have an inescapable tendency to push stand-
ards down in the wealthier states quite regardless of how good or bad their
programs might be. The new variable grant-in-aid formula, consequently,
was ill-conceived and poorly adapted to the facts of the public assistance
program as it exists throughout the country and to the purposes of that pro-
gram as the sponsors of the new formula concede them to be.
Second, the reduction of the federal contributions to OAA in proportion
to the number of OASI beneficiaries in a state is at best an attempt on the
part of the federal government to pocket the financial gains resulting from
expansion and improvement of OASI instead of allowing them to go to the
states or to the OAA recipients. At worst, it is the reckless application of
the doctrine that OAA, being supplementary and secondary, should dimin-
ish as OASI grows. If the official theory is correct, that OASI collections
from worker, employer and self-employed are not taxes paid to the govern-
ment but premiums paid into an insurance system, then for the government
to reduce its OAA expenditures as insurance coverage and payments in-
crease is simply a windfall to the federal treasury. Whether that windfall
109 Memorandum of staff of Curtis Subcommittee of House Ways and Means Committee,
published in full m Soc. LEGIs. INFOR. SERV. No. 41, 83rd Cong., Jan. 4, 1954, 256 ff.
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should go to the federal government or to the states or the recipients should
depend on welfare standards to which the sponsors of the change claim
adherence. If, on the other hand, the OASI collections are in reality taxes
among other taxes-as seems to the present authors patently to be the case
-then OASI payments as well as OAA payments are government expendi-
tures and whether those expenditures for OAA should diminish as those of
OASI increase should again depend in large measure upon welfare consid-
erations as well as considerations of the national treasury
Since the OASI average payment is not sufficient to maintain life at a
standard of decency and health, and since many, if not most OASI recipi-
ents do not have other sources of income, an automatic reduction of the
federal contribution to OAA is not warranted. It will be time enough for
that when OASI and OAA benefits attain levels of adequacy Meanwhile,
what is needed is a federal formula which would prevent the states from
pocketing the OASI gains-and, incidentally, sharing them with the federal
government in accordance with the public assistance formula-by reduc-
ing the OAA grant in the amount of the OASI increase. Otherwise, the
OASI increases will be cancelled out by OAA decreases and will mean pre-
cisely nothing to the OASI beneficiary who is also a recipient of public
assistance.
Tlzird, what the Administration tried to do respecting public assistance
is one side of the picture. What it failed to attempt is the other side. Any
overall reexamination of the relationship between OASI and public assist-
ance and therefore of the nature of public assistance, especially when such
reexamination is undertaken along with a review of the rehabilitation pro-
gram and its relationship to OASI and public assistance--any such overall
reexamination should result in an attempt drastically to overhaul at least
two of the categorical aids, namely, public assistance to the blind and to
the permanently and totally disabled. A "new and integrated view" of the
interrelationship between these three programs--OASI, rehabilitation and
public assistance to the disabled-in the social security system of the coun-
try is exactly what is needed. It was conspicuously absent from the legisla-
tive proposals which emerged from the new look.
The long-standing theory of the nature of public assistance and its re-
lationship to OASI is that public assistance is not only secondary and sup-
plementary but it is also residual, i.e., designed to aid the residuum of per-
sons who will never be covered by OASI by virtue of their absence from
the working force. Because of the preponderant consideration given the
problems of the aged in OASI and in public assistance, the supplementary
aspect of public assistance has always pushed its residual function far into
the background. The bearing of public assistance provisions upon the pos-
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sible entrance or re-entrance into productive endeavor of the residuum thus
cared for on public assistance has, accordingly, almost completely disap-
peared from sight.
Under the provisions of the new OASI act, 75% of all persons over 65
years of age will be eligible for insurance benefits by 1960. This compares
with the 47% who are currently eligible. Expanded OASI coverage will
mean a progressively diminishing number of aged disabled persons who
are eligible for public assistance. Those who become disabled after age 65
-and roughly this is true of one-third of those who become blind, for ex-
ample-will be retired beneficiaries at the time disability occurs. With
expanded OASI coverage, too, more disabled persons will be workers in
covered employment, and, upon retirement, will be eligible for OASI bene-
fits just as other workers are. If the new rehabilitation act actually adds to
the total number of persons being rehabilitated and placed in remunerative
employment, still other present and potential recipients of public assistance
to the disabled will be added to this group.
With the increased level of benefit payments, the average payment to
primary beneficiaries will be $56.00. The average public assistance grant
to blind aid recipients is $55.73, to permanently and totally disabled re-
cipients, $53.59. Except in a few high grant states and in some individual
cases in all states, therefore, (assuming that these figures or relationships
remain in effect) OASI beneficiaries will not be eligible for public assist-
ance to the blind or disabled.
Increasingly, therefore, under the aegis of the new OASI act, public
assistance for the blind and disabled will be programs for persons below
the OASI retirement age, i.e., persons who are still in the productive years
of life.
This fundamental shift in the characteristics of the recipients of blind
and disabled aid, created and revealed as the residual aspects of public
assistance progressively achieve dominance over and eventual exclusion of
the supplementary aspects, should be accompanied by a fundamental shift
in the character of the programs. In the "new and integrated" orientation,
public assistance to the blind and disabled should be directed toward oppor-
tunity as well as security, i.e., should be geared to rehabilitation, employ-
ment and self-support as well as to relief. It should help persons out of
distress as well as in it. Under it, poverty should be eliminated for its own
sake but also for the purpose of stimulating economic activity and social
integration.
The reorientation of public assistance goals and methods necessary to
adjust them to the characteristics of the aid recipients and their need for
rehabilitation and self-supporting employment would involve at least the
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following specific reforms. For all of these, a lead should be taken from
features presently attached to the OASI system.
(a) The incentive value of earnings should be carefully preserved and
exploited. Under the means test now existing in public assistance, all earn-
ings of a recipient must be applied to meet the needs established in the
budget. If the state grant is sufficient to meet those needs, the grant is re-
duced by the amount of the earnings. The blind or disabled person is there-
fore no better off by exerting himself to make the earnings unless he can
make enough at the outset to be completely self-supporting The recipient
should be allowed to utilize at least some part of his earnings to improve
his standard of living or to increase his capacity to earn. This can be accom-
plished by the simple and tested device of exempting earnings from consid-
eration in determining the amount of the aid grant. The exemption should
be at least as great for those who should be induced into the labor market
full time as for those who have permanently left it. For the latter, the new
OASI act fixes the amount at $1200 per year.
(b) Rehabilitation is struck still another blow by the means test re-
quirement that a recipient utilize all his other income and property to meet
his current needs. Reasonable accumulations of property arid unearned in-
come, if not required to be applied to meet immediate needs, may be used
as stepping stones to independence of the relief rolls. The raw materials and
stock of a craft workshop, the merchandise of a vending stand, the books
and equipment of the new fledged lawyer or doctor-all these represent
more property than the means test allows and all are weapons in the hands
of the disabled person in his fight for self-support. All property and income
devoted to a plan for self-support should be disregarded in determining the
aid grant.
(c) The financial liability of legally responsible relatives is unjust to
the aging parents of the disabled person. They are advancing in years and
necessarily concerned about their own retirement and support. Such liabil-
ity is trivial in the amount of income it produces. It is destructive of family
ties and natural sympathies. It is an arrangment inimical to the preserva-
tion of individual privacy and dignity It is often fatal to setting up and
carrying out a step-by-step plan for self-support. Never found necessary or
desirable in OASI, it should be abolished in residual public assistance.
(d) The means test as the central principle of public assistance is asso-
ciated with the continuous surveillance of the recipient, loss of independ-
ence to him and inadequate allowances. These features combine to produce
conditions which retard if they do not prevent rehabilitation. A system of
aid such as public assistance with its means test which continually impresses
upon the recipient a sense of his helplessness and dependency, which with-
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draws from him the daily experience of managing his own affairs and which
enshrouds him in an atmosphere of guardianship and custodialism must
inevitably sap the fiber of self-reliance, undermine hope, deter self-improve-
ment and destroy the very initiative which is indispensible to rehabilitation.
It makes the recipient a captive of a system which should be designed to
make him free. A direct assault upon these damaging effects of the means
test could be made by supplying residual public assistance upon a basis
of a fixed minimum payment to all recipients, prescribed by statute, and to
be used as a floor of protection against dependency and to implement the
principle of aid as a statutory right. The minimum fixed grant would be
based on the demonstrated needs of the group rather than on the demon-
strated need of the individual whose special circumstances would receive
consideration for grants above the minimum.
V. Conclusion
An objective judge can only conclude that the new look was not very
searching in social security. In fact, it might more accurately be described
as myopic. However much the head turned or the gaze lingered, the eyes
saw only a limited number of fairly obvious things. The relationship among
the objects discerned, the deeper-lying structure on which they rested, the
precise character of their component elements and their composition, when
perceived at all, could only be seen dimly and through a blur. Even at times
the difference between backward and forward could not be made out. Like
Dior's new look of 1954, there is an element of flatness about it. Above all,
the new look discovered nothing new.
The OASI system as evolved over the past eighteen years was found to
be "basically sound" in all of its main features. Indeed, the President an-
nounced a splemn determination not to tamper with its fundamental prin-
ciples but, on the contrary, to-defend and maintain them. He singled out
for special support the fact that it is "a contributory system, with both the
worker and his employer making payments during the years of active
work" In it benefit payments are related in amount to previous earnings.
Finally, it is a system of social insurance in which the emphasis is on in-
surance and which "should remain, as it has been, the cornerstone of the
government's programs" "to reduce both the fear and the incidence of des-
titution" by promoting "the economic security of the individual." To be
sure, there were "shortcomings" in the system but these were correctable
and did not in any event relate to its fundamental principles.
There was little new also in the proposals for "expansion and improve-
ment" of the system and the correction of its correctable shortcomings.
These followed lines long since projected.
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Like their predecessors before them, those who took the new look spon-
sored amendments which undermined the fundamental principles of the
system at the very moment they declared their firm faith in those princi-
ples and their opposition to undermining them. The drop-out provision, the
disability freeze, the addition of new groups to the system eligible for ben-
efits after only six quarters, the extension of the weighted benefit formula
in favor of the low income groups-all of these impair at one and the same
time the contributory principle and the relationship between benefit pay-
ments and past earnings. The refusal to meet these added costs by commen-
surate tax increases further augments the existing actuarial unsoundness
of the system.
Since the new look in social insurance is the same as the old look in all
essential particulars--defending all of the basic principles of the existing
OASI system, expanding and improving it along lines long since predicated
for its development, and even adopting the technique of contradicting by
amendment the principle stoutly defended by word-the new program has
all the weaknesses and all the strengths of the old. The weaknesses of the
program are, of course, that many of its basic principles are bad when
measured against traditional American political concepts and modern eco-
nomic doctrine. Payroll taxation is regressive. From the standpoint of the
overall economy, trust fund financing is less desirable than general fund
financing. If "reducing the fear and incidence of destitution" is the
object; if providing the individual with economic security in response "to
the need for protection arising from the complexities of our modern society"
is what social insurance is intended to do, then possession of the need, not
premium or tax contributions, should be the basic principle; and relating
benefits to past earnings is merely a further extension of the contributory
irrelevancy The great and overwhelming strength of the program is, of
course, that the fiction of personalization derived from the delusion of con-
tribution has made it politically and popularly possible to establish a social
security system in which grants are received as a matter of right without
degrading imputations of personal inadequacy or guilt, unalloyed with the
Elizabethan concepts of charity, and divested of the humiliation that un-
avoidably attends close official scrutiny of needs and means. Short of some
such combination of retrograde, fictitious and delusive elements as these,
the nation would doubtless not have achieved a social security system nearly
so good as the one it has; and probably would have been about where we
were a generation ago. All the signs indicate that the present Administra-
tion, like those which preceded it, is not consciously mampulating this
myth-it shares it.
The new look, like the old, sees public assistance as properly subordi-
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nated to social insurance, playing a supplementary and residual role and
therefore to be made as unattractive as possible so that social insurance
might shine the more brightly. Public assistance therefore must be hemmed
about with multiple restrictions, integrated with outmoded charity dogmas,
endowed with a rigorous means test and kept at a subsistence level. This
theory of the relationship of the two programs has always stood in the way
of the development of public assistance into a program with an independent
right to existence, constructively rather than merely palliatively meeting
the needs of recipients, and closely adjusted to the concept that many re-
cipients are capable of rehabilitation into self-support. But because of ex-
panded coverage of social insurance more nearly approaching universality
and because of the improved benefits which are now slightly higher than
the public assistance budget,uI the new look has had better opportunity
than the old to see that the traditional theory of the relationship of social
insurance and public assistance is unjustified; and therefore to perceive the
imperative need to work toward a repudiation of the theory and a transfor-
mation of public assistance. Instead, the limit of the Administration's in-
sight and imagination was stretched to the point of proposing a revised
grant-in-aid formula which would have an inevitable tendency to push
public assistance standards down in the wealthier states and would not
certainly pull them up in the poorer states. To this generally depressive
formula was proposed to be added a further and an automatic depressant
in the case of OAA by reducing OAA federal expenditures in proportion
to the oldsters receiving OASI.
If the new look saw nothing new in social insurance and failed to realize
the implications of social insurance expansion and liberalization on public
assistance, the new look in rehabilitation, if anything, was even less dis-
cerning.
The true nature of disability and the elements which compose it, par-
ticularly the social and psychological as distinguished from the physical
and medical elements; the proper functions and goals of rehabilitation;
the relationship of disability to dependency, especially economic depen-
dency; the part presently played and properly to be played by public finan-
cial aid under social insurance and public assistance in the process of re-
habilitation-these basic and urgently pressing questions have never been
sufficiently analyzed by the responsible agencies of government. The job
still remains to be done. The new look was neither comprehensive enough
nor penetrating enough to do it.
The new look did result in a tentative and faltering effort to bring the
social insurance and rehabilitation programs into association. However, not
110 Average OAA payment is $51.34.
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much more than a nodding relationship was established. Little was done to
correct the basic weaknesses of the rehabilitation program as it exists-to
reorient the training and functions of rehabilitation workers, to strengthen
guidance and counselling services; to improve techniques and focus reha-
bilitation attention on the placement of rehabilitants in competitive em-
ployment; and to remove legal, administrative and other obstacles to the
employment of the physically handicapped in the public service, the trades,
professions and common callings of the community Instead a few mnor
restrictions on the present scope of the program were removed, a feint was
made in the direction of states' rights; medical and clinical personnel train-
ing and research were encouraged and facilitated, a wholesale diversion
from vocational rehabilitation to medical rehabilitation was created in the
support given to rehabilitation facilities; a retrogressive element was added
by the support newly extended to sheltered workshops for the disabled;
and finally, a new grant-in-aid formula was instituted which in all likeli-
hood will either fall to stimulate an expansion of basic rehabilitation serv-
ices altogether or will encourage it only slightly
Let him who can say that the new look was not myopic!
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